
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



CHAPTER V 

Selling Farms on Instalments 

THE instalment business has as yet never been extended to 
the sale of farms. In all likelihood the reason for this 
is that few men familiar with farming know much about 
the business problems involved, notably the function that adver- 
tising plays in modern business, the difference between legiti- 
mate wholesale and retail values of land, — i. e., the difference 
between the price at which a large farm can be bought on con- 
ditions favoring the buyer, and the price at which it can be sold 
in small farms on liberal terms — the methods of constructing 
an organization for selling and the knowledge of finance neces- 
sary to carry on the business in a large way, all of which are 
prerequisites to success. Yet the purchase and sale of farms 
on instalments should be comparatively simple, and as a busi- 
ness it contains so many attractive features that it will grow 
automatically once its practicability is demonstrated. It should 
be profitable both for the developer and for the buyer. As in 
many other lines of business, no one has the courage to take 
any serious initiative risks, but the enterprise once established, 
many can improve its methods and increase its efficiency. 

This system of real-estate distribution will do much toward 
solving some of the problems of our agricultural life. The dis- 
advantages of country living affect all agricultural classes, but on 
the farm laborer they fall heaviest. Under present conditions, 
be he either ignorant or intelligent, he is almost of necessity tied 
to a life of tenancy. His wages are low measured in cash, 
although he receives additions in fuel, food and services suffi- 
cient to make his gross earnings fairly equal to those of the city 
worker. But his cash wages measured in dollars are so small, 
the opportunities for deposits corresponding to those in savings 
banks are so inadequate in the country, and the laborer's general 
training along economic lines is so meager, that few of the farm 
laborers of the country actually save much money. 

*3 
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The ordinary methods applied to the purchase and sale of 
real estate in country districts still further discourage the saving 
habit. The sale of a farm almost invariably involves large initial 
payments, for the uniform practice is to give a deed and take 
back a mortgage. The seller must face the possibility of 
injury to his property through misuse and neglect and the 
expense of foreclosure ; therefore in self-protection he demands 
a cash payment to offset such loss or risk. The conditions sur- 
rounding the vending of farm lands are exactly the same as 
those in suburban real estate twenty-five years ago, and the need 
for a radical change of method is quite as great. Prevailing 
conditions destroy the farm laborer's hope of being able ever to 
own a place of his own. If he is ambitious, he is inclined to 
seek other fields of employment which hold out attractive 
promises, or to go west where cheaper lands offer him a better 
chance, and where the instalment method is used to some ex- 
tent. The more ignorant type of laborer eventually loses his 
ambition, and becomes careless or inefficient. While this is true 
of the single man, the situation of the married farm hand is 
even worse. The expense of clothing and medical attention 
keeps him constantly near a state of penury. As a tenant, his 
wife and children are a burden to him, whereas as a farm owner 
both might be, and in all likelihood would be, utilized in in- 
creasing his earning capacity. Under existing conditions gov- 
erning the purchase and sale of agricultural lands, the average 
farm laborer is almost predestined to the life of a tenant. We 
are actually witnessing a development in farm ownership over 
many parts of the United States which is quite as great a 
menace to our national health as the situation in regard to per- 
sonal property, namely, a condition of absentee landlordism and 
tenant population. 

In some parts of the country comparatively few of the farm 
owners occupy their lands, but live in villages and towns and 
lease their property. If it is made easy for an intelligent hard- 
working farm hand to buy his own farm, the question of utiliz- 
ing waste and under-tilled land will at once be solved, the drift of 
farm hands to the cities will be stopped and in a certain degree 
the cost of living will be cheapened by the equalization of pop- 
ulation between city and country. 
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Taking up a study of the instalment business as applied to 
farms, we meet at the outset one fundamental difference between 
this business and the sale of homes or securities on instalments. 
The buyer of a home or of personal securities earns his living 
at his trade or business, and applies only his surplus to his pur- 
chase. The instalment buyer of a farm earns both his living 
and his surplus out of the farm itself and he is, therefore, de- 
pendent on the land, combined with his own energy, to make 
his instalment payments and support his family, the family of 
course having the first claim upon him. If poor land is sold to 
him, if too high a price or too large a rate of interest is charged, 
or if the crop is a failure, he has no surplus with which to meet 
his payments. On the other hand, the city man's investment 
may fail to meet his expectations without affecting his earning 
capacity in other directions; therefore, the relationship of the 
seller to the buyer of a farm on instalments is quite different 
from the one established with the city buyer of real estate. 
The necessity of justice to the man who buys the farm makes 
somewhat more complex the problem of enforcing that adjust- 
ment between the rights of the two parties which should be the 
basis of all business transactions. 

In the development of the instalment business, the protection 
of the seller is the primary consideration ; for if he is not pro- 
tected the whole scheme falls to the ground. It is absolutely 
necessary to make a business safe as well as profitable in order 
to get men to undertake it. The general theory of the writer 
is, that the problem of labor and capital can be solved without 
any material change in established methods of business, by a 
continuance of the appeal to the self-interest of men, without 
any effort to introduce a spirit of philanthropy or charity into 
the appeal. Therefore, in the working out of the scheme, pro- 
tection will be given primarily to the seller of the property, and 
any rights or privileges given the buyer must not infringe upon 
this fundamental protection. 

In the sale of farms on instalments it is necessary in those 
cases where the buyer, because of neglect or crop failure, does 
not meet his payment, to guard against the waste which usually 
comes from the occupancy of property without the payment of 



26 CAPITAL AND LABOR UNIFIED [Vol. II 

rent. In the sale of personal securities or city real estate, pay- 
ments are made in cash only. In the sale of farm lands, pay- 
ments should be made in two ways, — in cash and in labor, the 
cash to be used to liquidate the obligation which the buyer 
undertakes, the labor to be utilized to increase the value of the 
property. This increase due to labor ultimately accrues to the 
benefit of the buyer, if he is successful, but in cases of misfor- 
tune it may be used to carry the worthy buyer over a temporary 
period of inability to perform his contract and in cases of for- 
feiture may be utilized for the benefit of the seller. 

If a man without capital dependent solely on his own efforts 
is to buy a farm, the size of his purchase must necessarily be 
confined to the limit of one man's earning capacity. The unit 
of property to be sold should be not so much a matter of acres 
as a matter of dollars. After consultation with many practical 
farmers in the eastern, middle and southern states the writer 
estimates the maximum cash earning capacity of one man 
equipped with a reasonable supply of tools to be $250 a year 
over and above his expenses. Two hundred and fifty dollars, 
then, must represent the maximum amount a man is to be 
obligated to pay to cover both principal and interest. If the 
rate of interest were five per cent and the period of payment of 
the principal down to a permanent 40 per cent mortgage were 
about ten years, $2500 worth of property would be all that one 
man could undertake to purchase. This $2500 worth of prop- 
erty might consist of ten acres or a hundred, taking for granted, 
of course, that the land was worth the price ; for, generally 
speaking, a given sum of money can be made as easily from 
ten acres worth $100 per acre as from 100 acres worth $10, the 
value of agricultural land being based upon its economic rent or 
earning capacity. So the area of land sold is really of com- 
paratively small importance so long as full value is given. 

There are other elements, however, which must be considered 
in a farm, elements whose lack would make both the $100 and 
the $10 land unavailable. All farms used for general farming 
should, whenever possible, contain varied grades or kinds of 
land. There are certain factors more or less essential to the 
farmer's success. In the order of their importance they are as 
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follows : first, a sufficient area of tillable land to employ the 
farmer's energies and produce the main part of his revenue; 
second, running water ; third, sufficient woodland to supply fuel 
and the lumber used on the farm ; fourth, grazing or unim- 
proved lands to be brought under cultivation during inactive 
periods of the year. In the subdivision of farms every farmer 
who buys on instalments ought to be given these four things. 
The American custom is to buy enough ground to give the man 
wood, water, upland and bottom, and in this country it fre- 
quently takes from a hundred to two hundred acres thus to 
make up a representative farm. The French custom is better 
than ours and the same result is accomplished. The farmer is 
given all of the elements requisite to his comfort by the simple 
method of subdividing differently. In this country, where land 
has been so cheap and so abundant, a man feels that his farm 
must be one solid and contiguous body ; in France no such 
thought is entertained. The little farmer owns his tillable 
ground and his wood lot two or three miles apart, and his graz- 
ing or meadow land probably as many miles from either. The 
French farmer lives in the nearby village, and goes out to his 
land in the morning, returning in the evening. We, however, 
are not obliged to resort to such extreme measures as this. 

Assuming we own an improved farm of 200 acres, and as- 
suming that the farm hand is capable of buying 40 acres, we 
sub-divide the 200 acres in such a way as to give each one of 
the five buyers all of the requirements necessary to his comfort, 
and furthermore by a series of roads or rights of way to give 
him direct access to all of his property. Therefore he is in 
almost the same position as if he owned the entire 200 acres, 
for he can go from one part of his property to another just as 
easily as the oiiginal farmer could go from one part of his big 
farm to another part. The houses should be placed fairly close 
together near the center of the sub-division. This can almost 
always be done, and it gives the farmer's family the advan- 
tage of having near neighbors, and furnishes opportunities 
for cooperation. The houses however should be far enough 
apart to permit the women to raise poultry without interfer- 
ence. The plan gives ample garden space, and yet the houses 
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are near enough together to make visiting easy, enriching 
the social life and giving many advantages. It permits the 
common ownership of certain farming necessities which would 
otherwise be out of the reach of the small buyer. It is possible 
to have a common workshop and mill where lumber can be 
sawed, winter wood cut, corn ground into meal, and the thou- 
sand and one other things done which are possible with the 
modern gasolene motor of small horsepower. The motor can 
also be attached to a well, pumping water to the various houses. 
The common interest of the members in their small communi- 
ties will develop in many other ways. In fact, the condition of 
the buyer on instalments in these little communities will be 
better than that of the ordinary farmer, and this is the end 
for which we are striving. If we can create communal life while 
we are making it easy for a man to buy his home, we are add- 
ing one more element of strength to our scheme. 

The development of the suburban business necessitates the 
wholesale purchase of large bodies of land, as compared to the 
individual parcel bought for a home — that is to say, the com- 
bination of many units is required to make a suburban village 
successful. It is not necessary to purchase as large a number 
of parcels or units for sub-division in the sale of farms on in- 
stalments. To illustrate : In a successful suburban real-estate 
development, one must purchase not less than two hundred to 
one thousand lots or plots in order to insure a homogeneous 
development. In suburban property it is important to protect 
the community with certain restrictions. It is further necessary 
to provide certain public-service utilities, such as water, electric 
light and sewers. These things can be done economically only 
in a wholesale way, and where the number of persons benefited 
is large enough to warrant the outlay. In the sub-division of 
farm lands no such methods are required. The minimum size 
of a body of farm land to be sub-divided should be such as to 
make it available for perhaps not less than five units or small 
farms, but the size of the tract to be sub-divided is a factor of 
subordinate importance to others. A prerequisite to success in 
either farm or suburban development is the exercise of care in 
the selection and purchase of the land. Not every farm will 
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lend itself to sub-division, and many farms are held too high to 
make sub-division practicable. It is necessary also to take ad- 
vantage of a favorable market. The saying, " That which is 
well bought is half sold," has no more fitting application than 
in this business ; yet no more intelligence is required in the pur- 
chase of farms than in the purchase of suburban properties, 
though somewhat different training is obviously necessary. The 
same intelligence should be used which would be exercised by 
a shrewd and careful farmer who had the whole country to 
select from ; for it is not necessary to go to a good market for 
selling farms, but where farms can be purchased at the lowest 
price, value considered. There will always be buyers of farms 
on instalments if prices and terms are right. 

Assume that a piece of property, containing 200 acres or 
five farms, has been bought for $6,000. If this farm has been 
well bought, it should lend itself to sub-division and should sell 
at retail on easy terms for about $10,000, or the five farms at an 
average of $2,000 each. The price is not unreasonable and is 
not beyond the purchasing power of the small buyer. Through 
his individual work the property should be worth in the end in 
cash all he has paid for it, perhaps more, having afforded him a 
living in the meantime. These five farms should contain about 
the following allotments of land of various grades: 10 acres of 
first grade land, 10 of second and 20 of third. Assume that 
the man who wishes to buy has not over $50 in cash, with the 
absolutely necessary equipment such as a horse and suitable 
farming tools to work his farm the first year. As his willing- 
ness to work is to be utilized no less than his cash, it is neces- 
sary to place upon him the responsibility of doing all the work 
on the farm necessary to its improvement which he can do, and 
to sell the farm to him in as crude a condition as possible. In 
this way he increases the value of his own possession if he fin- 
ally succeeds in paying for it, and increases the value of the 
security in case he fails. The man makes a contract to give 
two things: first, $200 per annum, $100 of which is applied the 
first year to the principal of the debt, and $100 to the interest, 
the payment on principal gradually increasing as the interest 
payment decreases, liquidating the entire debt in fourteen to 
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fifteen years; * second, 75 days' work each year to be applied 
under direction of the seller on the farm itself, outside the 
work of making and harvesting the crops. This work can be 
given at odd times during the year, and mostly in the winter 
months when the farmer is ordinarily idle, or if industrious, 
actually engaged in the same tasks which are here enforced by 
contract. 

There should be already constructed a two-room house, sim- 
ple but substantial, to which additions are to be made according 
to contract. Suitable but minimum shelter for stock and wire 
for fencing should also be provided. Each year the 75 days' 
work should be given to the following tasks, which are stated in 
the order of their importance: the fencing of the property; the 
enlargement of the house ; the extension of the stable ; the con- 
struction of outbuildings; the clearing of land; the planting of 
fruit trees; and the development of the fertility of the soil. All 
these things go toward making the property worth more money 
in cash to the buyer in case he succeeds in his undertaking, and 
to the seller in case he fails. In this way the farmer's work is 
constructive. He cannot complain of the requirements of the 
contract, because he is required to do only those things which 
he should do for himself, and which he would do in any case 
were he ambitious to make as much of his farm as possible. 
His point of view is no longer that of a tenant whose purposes 
are best served by getting everything possible out of the land 
during his short period of occupancy, but of the owner who can 
see the benefits of his industry accruing to himself. Obviously, 
his wife is capable of adding to the family earnings by raising 
poultry, growing small fruits, making butter and carrying on 
other similar activities, and it is an advantage to the seller to 
make it possible for her to get a start in this direction. Cash 
payments can be made at the banks after crops are harvested. 

The administration of a business of this kind is very simple 
indeed. One low-priced superintendent can supervise the con- 
tract requirements of a large number of farms. It is not neces- 

1 Presumably it would be unnecessary to pay the entire principal, as there should 
be no difficulty in negotiating a permanent mortgage of 40%, 50% or even 60% of 
the purchase price, which would materially shorten the instalment period. 
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sary to have the close supervision which is required in renting 
farms on shares or crop rents and seeing to the honest fulfilment 
of the conditions of tenancy. All that is required is to see that 
the work laid out for the year has been done at the end of the 
year, forfeiture, if necessary, being the price of neglect. In 
case of crop failure either in whole or in part the security is 
ample, and the contract can be extended without danger of loss, 
for a valuable service must be performed each year according 
to contract. In case a purchaser must be dispossessed, the 
property is in constantly better shape to be sold to a new buyer. 
Naturally success in selling farms on instalments depends upon 
giving the instalment buyer a better opportunity than he has at 
present. A legitimate profit may be made in the difference 
between the wholesale price at which property can be bought 
and the retail price at which it can be sold under easy conditions 
of sale, and at the same time opportunities of great value may 
be given to the poor farming tenant or laborer. 

THEORETICAL SUB-DIVISION FOR PURPOSE OF SHOWING FINANCIAL OUTCOME 

Diagram No. 1 

This farm containing 200 acres can be purchased for $6,000, or $30 
per acre, on the following terms: 40% cash, $2400; balance, $3600, 
on a long term mortgage at 5 % interest, with a release clause provid- 
ing for the release of any one of the sub-divisions upon the payment of 
a proportionate part of the mortgage indebtedness. We divide the 
property, as shown on diagram , into five sub-divisions of 40 acres, each 
designated as sub-farms A, B, C, D and E. These sub-farms happen 
to be of equal area, but the area might be of unequal size, also the 
selling price, without militating against the plan — in fact, in some re- 
spects simplifying it by giving a diversity of choice. 

At points numbered 1,2,3,4 and 5 , as shown on diagram , two- 
story houses of two rooms each are constructed. This type of building 
permits the addition of one or two-story extensions, and is the most 
practical beginning for a larger dwelling. Five wells and five sheds or 
outbuildings are also constructed, and wire or lumber is furnished to 
each purchaser. The writer estimates that the five houses would cost 
$1500; five sheds or outbuildings $625; wire or lumber for fencing 
the five farms $375 ; total $2500. These expenditures added to the 
cash payment of $2400 on the land make a total investment of $4900. 
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Five contracts of sale are entered into in the autumn , each involving 
the sum of $2500, which includes 40 acres of land at $50 per acre, and 
the actual cash invested in the improvements of each farm, viz. , $500, 
the entire amount bearing interest at the rate of 5 % computed an- 
nually. The contracts provide : first, that the buyer pay annually $50 
in cash ; second, that he give each year under the direction of a super- 
intendent seventy-five days' labor to the improvement of the farm out- 
side of the regular work of operating it. This work will vary each 
year, and to a certain extent vary on each individual farm, owing to 
the conditions which must be met, but it is all in the direction of put- 
ting permanent improvements on the property, that will increase its 
value to the buyer, and also increase the measure of protection to the 
seller. The contract further provides that the buyer shall pay an 
amount equal to 10% of the purchase price each year, which will be 
applicable to the payment of interest, and the liquidation of principal. 
(Necessarily, provision should be made for privilege of pre-paying in 
case of unexpected prosperity, and in case of crop failure payments 
can be safely extended, by virtue of the work done in improving the 
farm.) At the end of ten years the indebtedness is reduced to about 
$1000, or 40% of the purchase price. The seller could now safely 
convey the property and take a mortgage for the balance. This mort- 
gage could be disposed of to any lending institution. 

Following is a statement showing the probable profit : 

Debit Credit 

Cost of farm £ 6,000 Selling price of five sub-farms at $2,500 

Improvements 3,500 each $19,500 

Interest on above for average of five 

Total investment $8,500 years at 5 + 3,125 

Interest on above for average of 4 years 

at 54.... 1,700 

Ten per cent of total selling price for 

expenses 1,250 

Profit 4.175 

$15,625 $15,625 
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THEORETICAL SUB-DIVISION OF A FARM IN VIRGINIA FOR PURPOSE OF 
SHOWING PRACTICAL APPLICATION OF PLAN. 

Diagram No. 2 

A farm of 200 acres in Culpepper County, Virginia, is shown. A 
sub-division has been made to meet the actual conditions to be found 
on this particular farm. The sub-farms vary in area, character and 
price, and give some choice of selection to meet the especial require- 
ments of farmers desiring to take up different kinds of farming. The 
public road runs through the northerly portion of the farm. In addi- 
tion a lane 30 feet in width is open east and west just south of the 
center, giving access to the public road through a 20-foot lane between 
sub-farms X & Y, and also giving common access to a stream of water, 
crossing the lane on the easterly side of Y. At this point a public or 
community workshop could be constructed. Although the river bounds 
the whole property on the south, it has no especial value, as the banks 
are high and steep. 

The advantages of sub-divided ownership in this particular 200 acres 
of land are quite apparent. Each farmer owns all the factors which 
go to make up a self-sustaining farm, and each sub- farm contains about 
all the land one man can cultivate without hiring help. This farm has 
no greater possibilities for sub- division than hundreds of farms in al- 
most every county in our agricultual states. 

The following tabulation shows the proportions of land of various 
kinds which go to make up these 5 typical sub-farms, also the price at 
which each grade of land is sold : 

Bottom 50 acres at $100 per acre = $5,000 

Woodland 54 " " 20 " " = 1,080 

Rocky hillside 20 " " 15 " " = 300 

Cleared upland 7° " " 40 " " = 2,800 

Orchard 6 " " 125 " " = 750 

Total 200 acres Selling price — $9,930 

Farm V Farm W Farm X Farm Y Farm Z 

Bottom.' 14a $1,400 12a $1,200 8a $800 10a $1,000 6a $600 

Cleared Upland 10a 400 12a 480 5a 200 15a 600 28a 1,120 

Rocky Hillside 4a 60 3a 45 3a 45 6a 90 4a 60 

Woodland 11a 220 12a 240 9a 180 10a 200 12a 240 

Orchard 6a 750 

Total Acreage 39a 39a 31a 41a 50a 

Selling price $2,080 $«,9°5 $'>°75 $1,890 $2,020 
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